By Cora E. Shap!er‘i}{

Foreign Aid by the U. S. Government
In Calendar Year 1950

A.ID provided foreign eountriez by the United Stetes
Govarnment in calendm yenr 1950 declmed with the moarked
improvement in esonomic conditions in Europe ond other
orees, reviewed in Lhe preeading article on the
balence of payments. The United States Governtnent
program of pestewr add, extended primarily for the purpose
of assigting foreign nreas, particnlnrly Woatern Europe, to
roeover from the economic and pelitical instability brought
about by World War I, had by the year-end achieved sub-
stantial results t(llmug"h supplementing the broad and
effeclive economic recovery programs of aided couvndries.
The cmphasis in Europe-—as in the United States—haz bean
shifted by 1950 eventa from the now notably advanced

economic recovery to scourily :lgninst- sggression, and this
h

shift hag resulted in important changes in the aid progroms.

Thus, foreizn aid in 1950 was notable both for the
transition in the planning of tha seape and form of assistance,
and for the drop in the smounts furnished from 8.0
hillion in 1949 to $4.5 billion last yoear liseu tnble 1). Dwring
the lntter $ of 1950 the Mutual Deferse Assistance
Frogram (MDAF) became inereasingly important ns a
meansa of supplljvintﬁ;l essentin! defense muoterials and equip-
ment to the North Atlantic Treaty nations and certain
other ‘areas, and for the development of incrensed supplies
of, and new sources of, su-mt.elii'ﬂ raw materinls, )

Net foreign aid closely fo aid, the difference
being lavgely returns in the form of B-percent counterpart
funds under Economic Cooperation Administeation
pro g_snd principal repayments on lonns and other
erodits. Net foreign aid for 195G was thus $4 billion, almaat
throe-tenthe lesz than the 194% amount, with indications
of an incressing trend in the second half (see chart 1). Net
foreign aid to areas porticipating in the Euro(f-aan Eaocovoery
Progrem experienced most of the nonual decline; wnid to
other arcns remained comporatively stable {ses chart 2).

Aid improves foreign positions

By tha end of the year, Wostern European induatrial
autput wos in most. countries considerably above the voluma
prevoiling at the outhreak of World War IT. Thus, the
domestic progress of thess oountriss made during the frst
2% yeors of the Europesn Recovery Frogram was of grent
importance in eolwging the economic base for the increased
defensa preparations neceds for tha profection of the
European members of the North Atlantic Treaty organiza-
tion, snd for the security of Groece and Turkey which are
closcly sesoeinted with the mutual-defense afore,

The internntionn] financial pasitiens of cevtain ERP and
other countries also showed striking improvement, as
evidenced in the net purchase of over §1.7 billion of Tnited
States mold m-ea.lendm-dyuar 1950, By far the greater part
of this outflow of gold from the United Stoies occwrred

during the last 6 months of the year when the United King-
dom slone purchinsed $0.9 hilhon, The heavy outflow of
pold wos accompanied by curiailment of ERP aid, as the
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nited States

aconomic exprosion of tha free world and sharply higher
raw matorinl prices improved the belanee-of-poymionia
posttion of foreign countrics.

Chart 1.=II. 5. Government Foreizn Grants, Credits,
and Net Forsign Aid
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As g divect result of the rapidity of economis recovery in
the United Kingdom, the Economic Cooperation Administra-
ton was able to snnounce the ausEun?.ion of virtuplly all ERF
oid allotmenta to thet country ﬂgmnin%lg;nuary 1, 1951.
As shown in tabls 2, tha United Kingdom has been the major
rocipient, of Unitod Stetes Gevernment foreign grants and
credits duwiing the postwar pericd.

Aid to tncrease

!n.lthnu.%h ERP pgranta and gredita deslined in the last &
monthe of 1850, the United Sintes Government furnished
#1.2 billion of foreign aid through this medium, or alm
thrae-fifthe of the gross foreign aid extended in the period.
Guanta furnished under tho rising Mutoal Defonse Asaistance
Program were responsible for coly one-fiftth—$0.4 billlon—
of the 6-month total, although in the final quarter of the yenr
they comprised over one-fourth of the u.i'zl furnished. The
risa will conéinue since the fourth quarter rata is still bolow
goals aat, for military sid in approprintions by Congress, which
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hnd been prestly incrensed following the invasion of South
Eoron by munizt forees. Between June 3¢ nnd Septem-
ber 30, 1050, nearly 36 billion was added to the $1.2 billion
avrilable for military aid as of June 30.

The Pudget {or fiscal yenr 1952 submitted by the President
in January 1981 states that he will request additional large
spproprintions for "mutusl-security progiame.”  The mes-
sage Of the President stetes thet ‘I gonoral, on assistance
progrems will continue to take twe formus—provision of mili-
tery equipment and provision of economic sssistance. But
the balance between these two forms of aid will shift Yg;:if
sharply, wnd will differ according to the sirategic, polifical,
snd economic sitvation in each free world aren requiring
psgistance.”’

An ndditions] $1 billion hes been vecommended in the Form
of an inerosnse in the lending authovity of the Export-Import
Bank {EIB). Chedits furnished abrond by EIB, ECA, and
olher Government agencies have played tn important part
in the pravision of postwar forcign 4id, although in ealendor

ar 1980 they represented o 1% percent of the gross

oreign-nssistance total.

Foreign economic pol’icieé reviewed

The Eeport on Foreign Eeonomie Folicies submitted to the
Fresident in Novembar by Mr. Gordon Groy made nunierous
recommendations, largely in noaquoentiintive terms, relating
to the future scope and administration of foreion programs
of the United Statea Government, The need for economie
daﬂ.falo]pmant._ and prjnﬁ:-esa ‘m underdeveloped areas was
potively-considered. o report recommended that the com-
bined efforts of the Export-Import Bank and the Tnterna-
tiona! Benk for Reconstruction and Development should

-aim a6 & net outfiow of funds of 3600 millian to $300 million
a year with holf or more to be suppliad By the International
Bank. It was further recommended that, under stabed
conditions, Tnited States grants for development and
technical nssistance ba provided of up to $500 million & year
for sevaral Yenrs,

The nical-assistanea £|m for uvnderdavelopad
sreas, populatly koown ns the Point Four program, was
approved on Juna & 1950, The nid furnished under this
program and reloted activities of tha United States Govern-
ment 15 discussed further in follpwing sections which alse
enver the smergency measures taken in the latter port of the
yoar far civilian relief in Iorea and Yugoslavia, recent devel-
opmenis under the southeast Asia program, sud propossls
for further aid to tha Philippines.

Muajor part of foreign aid is on grant basis

The major part of fﬂre:ifn aid furnished by the United
States Government in the laet 2 yenrz haa been on o grang
basia “that is, witheut obligation to re%a;y the United Siates.
Tat afrcm grontsin the July-September quarter were at an
annual vato of §2.4 billion and, despite n rize in: the last quai-
tov of 1960 to & rate of $4.2 billion, gross t= for the yenr
totaled $4.1 billion, compared with 35.4 billion in 1949,

During 1940 and 1950, the reverse ginnis to the United
States Government were almost entirely derived os 5-pereent
vounterpart funds veceived under BCA programs. Most of
these roverse grants were received as returns on the Eure-
Rean progrem. EBeturns fell 1o the second half of 1050 to
an annuval rate of §126 million, from a rate of $180 million
i the fitst half and a total of $243 million in the previcus
Feny,

Net grant aid o the July-Decomber 1950 period was thus
nt an apeual rate of $3.7 billion, & decrense from the annual
rite of $4.1 billion in the first helf and & lerpe deelina from
the 1949 tolal of over $5.1 billion, )
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EBuropean Recovery Program grants decline

The docline in net granis over the 2 yoars was largely a
reflection of the decline in granlis wader tha Ruropean
Recovery Irogram, the majer program of United States
Government eoonomic assistance abroad. ERF pgrants
comprited nbouk two-thirds of the gross grants abrond of the
Unitod States Government in both 1940 and 1050, declining
from a high of over 1 billion in the zzeond quarter of 1940 to
slightly over helf & billion in ench of the lasé two quarters of
1850 (zze table 1), Reduetion of groza ERP aid in 1950 wos
in keeping with the eriginel plan for this, the thivd year of the
outlined 4-yonr program.,

TFrom Octobor 1848 through Junc 1930, & portion of ERP
grant aid waz allotted on & conditionsl basis to certain
participints in the program on the basis of their contribution
to other participants under the intre-Enropean poyments
Egummer}t: Thiz agreement stimulated mutnal wid among

o perbicipanis on a bilnterol hasis, with BCA providing
conditionnl grants to the intva-Kuropesn denor. Approx-
ima one-fitth of the ERP ants provided by A
throughout 1949 and tho first half of 1950 was as conditional
wid, It tho Jast helf of 1850, this ratio continued undeir the
Europenn Fayments Tnion agreemoni.

United States contribides to European
Payments Union

The intra-Kuropoesn payments agreement was found want-
ing in & npumber of respects, including the fact that the
hilatoral pa t avrangemsnts under tho ageeemont wers
completely financed by conditional grants from ECA. Thus
a new system was I}Vﬂloﬂﬁd to provide {or multilateral
settlements for trade within Europs with progressively

Chart 2—U. S. Government Wet Forclen Aid, by ERP
: and Other Arvens
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Under EPU, each member countiy has a quota equiveolent
to 15 percent of its total intra-European tronsnctions on
current account in 1949, These quotes ave for & 2-year
Eermd boeginning July 1, 1650. Severul countries alse ﬂnve

een allotted initial eredit baloness to be used before thoir
quotza. Tnited Eingdom, Belgium, and Sweden are to
provide mitial debit balances before applying their quotns;
to the extent tho initial debit balances are used the United
States Government will provide conditional aid to these
Lotintries.

Covntries which earn a eomnulative surptllus provide the
first fifth of their quota a2 o eredit to EPU, and are then
entitled to reccive payment from EPU of 50 pereent an the
forther surphos earned, up to the limit of the quota.  Coun-
tries with comulative deficiiz are allowed credit for 100
percent of the firet Afth of ther quotn; for the sacond Afth
of their quatn they must pay 20 pereent in gold and dollms.
As the quotn is used the portion payable in gold or dollars
inereascs: for the last Bfth of the quots wsed the country iz
obligated to pny 20 dp&mnt in gold or dollars. Thus, if the
whole quota i8 vsed, 410 nt must be paid in gokd o
dollars. Sottlements of all amounts over quota are to he
made in gold and dollars. Amounts of quoias not settled
in gold or dollars constitute eredits extended by swrplus-
carning countries to EPU, or by EPU to he deficit-incurring
countriss. Interest at the rate of 2 pereent E@l annuam s

i the debtors and to the creditors of EPL on these
uneettled balaness. :

The incressing requirement on deficit countries for pay-
ments in gold and dellers is expected te serve os on incontive
to each eountry to approach o sustninable balanes in itaintra-
European transactions. Further, the fact that only n partial
peyment is received by tountries cnioying n surplus is ex-
pected to sorve ns an neenbive to these countries to reduee
the halanee of trada in cheir favor, for exnmple by increasing
thelr imports,

The United States (Government has apreed to make up to
$350 million availeble to EPU. These funds will be used
for EP1J to pay any countries eorning surpluses, in the event
that recciptz [rom deficit countries are not sutficiont,

EFPU shuws resilts in 6 months

Bilateral imbalencea among European countries ran from
the equivalent of $1.2 billion in the first half of 1930 to nlmest
$1.6 hillion in the last half. In the sadioe pericd abont one-
third of these imbalances wees settlad by nse of intre-
Euwopenn payments ogresment drawing rights, and the
countries extending the drawing rights received conditional
aid from the Unita%l States. ' '

The first clesring of intrn-Buropean accounts under EP{
covered thoe perivd July, August, snd September.  Further
cleniings were made monthly therenfter. In the Inst half
of 1950, over half of the imbalonces resulting from a larger
volumo of trade were settlad by the automatic c]enrmg of
balances; ond the remainder throvgh EPYU operations.  One-
tenth of the total intra-European imbolances in this 6-month
period represented bse of the initiol debit balance extended by
surplus-eorning countriez which received conditionnl aid from

_ the United 3tates Government.  In sddition, in October the
Government peid $43 millisn to enable EIFU to mala sattle-
ments with countries entitled to receive gold or dollars. This
aid by the United Stetca constituted less then 8 percent of
the totel intra-Europonn imbalances in the period.

EPU is intended to previds tha financial basis for the
reduction of trade end paymenta barriers among Weatern
Eurapean countries and for bringing their paymenta more
nenrly inte balance with sach other nnd the rest of the world,
thereby requiring less United States Government financiol
easistancs. The first 6 months of EPU operations do not

‘the fret yaar.

- Btabtes Government granis are being provided to

~earl

AInreh 1981

previde a broad base gngg:, bui it wos obvious thot trade
within Europe waz sxpanding in this new framewolk,

Military-assistance grants increase

_ The actusl decrease in the volume of ERF 1 assistance
in the second half of 1950 was accompanied by a decling in
the ratio of ERP to total grants under oll programs. Mili-
tary-assistance prants expanded in the ﬁnuP querter of 1850
to.comprise 30 percent of the gross grant aid snd thus ofset
the dacling in the recovery program. MDAP assistanee
includes, firat, the provision of finished militery aquiproent
and, second, ossistance for incroased European mlitary
production which is being integrated with the European
Recovery Program. ' '
MDAP assistonce woa authorized by the Congress late in
1949, at a rofe spproximoting $1 billion far the Arst yone.
Through the fivst holf of 1950 some $71 million in aid wis
provided vmder this program, Grants in the third quorter

‘were double thoza of the first half; the final guarter, at an

annpal rate of $1.2 billion, was over double the third a:lﬂ.rl;ur,

Title III of the Mutual Dofenee Assistance Aet nuthorized
gront assistance to Korea, the Philippinea, and the cral
aren of China &t a rata of approximately $100 million for
From £5 million in sid prior to July, thess
prante rose to $19 million in the third quarter and to §41

- millign in the fourth.

FEeonomic aid to Far East continned

Aid to Fer Eastern countiics was not confined te militery
azsistance, Shortly befora the invoasion of South Eores by
Commuunist forces, Co had pravided for the axtension
of the sconomic.aid urjqinall intended for China to the
“ooneral avea. of Chinn” Under this legislation, I}Tniteﬂ

uro,
Indin, nod Thailond, Indonesia snd the Indechiness states
which had previously received ERT nid as Natherlands anil
French depandent areas res&chhsly, are also receiving aid
under this pew southenst Asin program. Grants to these
countties and Taiwvan (Formosa) in the second half of 1950
amounted to $9 million. Since nid to Ching wes confined
to Taoiwan, grants in 1950 were apprecinbly less than in
154%, when United States Governmont nssistancs wos skill
extended to the mainlend. .

Eorenn aid in the first 6 months of 1950 {$42 million) was
conziderably obove the total for the entire year 1940 (528
million). For the last hall of 1956 this sid amounted to
$15 milion, but in addition approximately $50 million of
supplies un&_mntﬁria]s wans tronnsferred from United Stotes
Army stocks indapan and Korea toassist the civilian economy
of the invaded eountiy in the wake of battle.! Co: ional
appropristions were made in the Inst half of the year nnd

in 1951 to finance increased ald to this strife-torn area.
rants to Japon ara provided by the United States Qbvern-
ment through the Ammy, as civilian sapplies to oecupiod
nrets, With the continuing postwar recovery o Jnan,
grants to that eountry declined in 1950 to about $0.2 billion,
npljmxhngtaly half of tho 1948 re (30.5 hillion).* Grants
te Jopan include, in addition to basic civilisn feodsiuffs, raw
materials for economic recovary,

Philippine rehabilitation program concludes

The Philippines, in addition to participating in the Fer

Enst military-assistoncs program, receives t aid under

the Philippine Rehabilitation Act of 1948, This act estab-
lished a d4-yoar program for rehabilitation, approaching

I‘n. Dul'h[fl;lﬁﬁgﬂmlum om s dranateen in not avalobbo end datn ars thue ot docudsd

T Digtw. Incluiled i tobiks | mad 2 hdﬂﬂmaupﬂy gonta ta Fapan oo ke ool B
Tritdgda tentalm coah prnmis fuei bhed fo Tapan by sa DFniled Emu.ﬂ.ﬂliﬁ. T anma quaciors
of 1o this wmrderala in reporta in kKnowm be bo ea moch oo 24 midion,
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$660 million. The peak of United Btates Government

grants to the Fhilippines occurred in the middle of 1949; -

pid for that yeor exeesded $200 million. Grants in 1650
wore considersbly reduced, though the payment in the
fourth quarter of almost $65 million in sebtlement of war-
domnge claims breught the aetusl 2id for the yeer up to
§166 ruillion. ‘The Fhilippine Worr Diamaga Commission iz
to cease operations before April 30, 1951, after fulfilling the
grant prograim which provided Jor the payment of 3400
million for war damage ta private properly and $57 million
for demoge to ﬁuhﬁc property in the Philippines. Less than
$5 million of the progremmed funds remnined nrailable for
peyment of claima in 1951.
ther rehobilitotion grant aid to the Philippines—com-
ised mosily of techmien] assistance to the Philippine
gavemmant il the restoration and improvement of publia
services—continued throughout 1549 snd 1950 at n nominal
ke, . -

Point Four aid begins in 1950

As is noted in a preceding section, the Point Four program
represents an important phiose of the United States foveign-
sconomic policy. Technical ossistance hos heen coopern-
tively provided to the American Republics for many years
by the Lnstitute of Inter-Amgricgn Affaire and to several
othar countriee since 1948 under the informotion and
eduecational exchange program of the State Department,

e previcus technical-nssistance programs are now inte-
groted into the Point Four program. )

The special progroms to cooperate with Moexico in the
arndication of loot-and-mouth disesse in that country and
to nssizt Chinese students receiving an edueation in the
United Sintes are elso among the technical-nssistance
programs included in the datn in iable i,

1 most signifieant of the technicsl-assistonce prants
pravided by the United States Government in 1950 was the
paymont of $4 million to the United Nations in Septembor
#s part of the United States shore in the program for technmi-
cal assistance in which this international crganiztion is
cogaging. '

Net credit aid continued relatively small

Tha outstanding principal indebtedness of forsign coun-
tries to the United States Government increased by
$52 million during the last 8 months of 1850 to reach $10,006
million on December 31, 1950. This increase in outstand-
ings, representing not foreign aid on a credit hasis, is the
exeose of lonn disbursemencs ond other oredit utilizations
over repaymaonts of principal *
; ]1]:']1& mdebicdness to this Government was distributed as
ollows: :

AfDiacta of
ERFP cauntries and participating depondents. o o o cceoen. . B, 424
her Burope._ . - e s meimaiameiomromeo—amoeome——._ 478
American Tepublies. ... *!%
I e ke A mma - e Ama——mae M me——m—n 1
1Y RSN | |11
Philippdes e et ememem 10
L 45
Unitad Nathona, . . i reann 44
Al pbher. o e e eemsaesssameeramio—a———e 158

In the ERF area the larger dabtors were the United Kingdom
- which owed $4,798 million, France $2,031 million, Nether-
lands-Yndonesia 5480 million ltnli' $356 million, snd
Belgium-Luxembourg $174 milfion, In the other European
aren, the larger debtors were the U, 8, &. R. with $223 million,
and Finland with $119 mitlion.

2 This 3 arclusiaa ot at1d alsw oxelgalva of Indabtedas artsig mm Workd

rotamed Intonest
War | bl Wi [ Lidmbbiadnesd Atrslialed lo 310,276 miAHon on Dectbobor 31, 180, of
Wi 34842 soMisn roptesonilod Intereat Which w o dueand ripald.
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Gross credit aid declined

Loan disbursements and other eredit utilizations of $201
million in the lost 6 months of %50 were $49 million less
thon in the fivst 6 months of the year bub approximately
$44 million more than in the Inst half of the previous year.
Thie, however, wns a considernble decline from the $532
million disbursed in the Janvary-June 1949 pericd. ]

The utilization in. the Inst half of 1950 represcnted pri-
marily $§81 million of EIB cradits, $77 million of ECA eredits,
57 milliona to the United Nations, and the $35-million
funding of the Philippine debt. Of the ECA eredit utiliza-
tions, $69 millien wes on credits through EIB and $8 million
on deficiency-materinl projects which ere handled directly
by ECA,

Om Septemeber 6, 1050, Congress authorized ECA to make
o §624-million loan 4o Spain; in February 1051 it wes an-
nounced that four soparmtc credits teteling $12.2 million
had basn established. Apide from the loan to Spain, as of
December 31, 1950, only $6 million of BCA credit authority
from public-debt funds vemained to be rommitted, OF the
creilits commitied by ECA thraugh EIB, only 381 million
remgined to be utilized.

Advonces of $8 million in the § monihs ended Decembor
31, 1050, on ECA deficiency-materinl projects wara double
tha pdvances in the previous half year. Thete advances,
from appropricted dollar funds ond from United Stntes
Government-owned counterpart {funds, are te be repaid in
deficienay materials. As of December 31, 1860, thers re-
mained approximately $27 million to be ndvenced by BCA
on deficioney-materinl loan agrecments alveady signed.
ﬁé:lt]it,iunal agroements wers signed in January and Febroary
1881,

Export-Import Bank credits predominate

In 1950, Expori-Import. Banlk disbhasements were Invger
than eny other type of wredit utilizations and were larger than
EIB disbursemaents in 1848 Of the 581 million disbursed
by EIB in tha 6 months ended December 31, 1950, $34
million wae to the American Republics, $24 million to i’ug&
slavin, apnd $16 million to Israel.

Sevaral new eredit suthorizations were mads by EIB in
the last hilf of 1850, Tn August the Bank commitied $150
million of ite funds for the establishment of credita to Mexico.
As of the and of the year $21 million of this commitment hod
been suthorized for credits to assist in financing the Mexicen
irrigntion program. Jn Novembor e crodit agreement was
exceuted which sstoblished a lime of credit of 5125 million
to fovilitnte Louidation by Argentina of commercial dalae
obligations due and unpaid as of AMay 15, 1050,

The Bank outhorized on additienal eredit to Tsrael in
Dacember of $36 miltion for agriculboral devalopment, This
brings to o total of $135 million the eredits aothorizad by
EIB for Israel, of which $70 miilion have been allocated for

jeultural development and production. By the sod of
1950 the Export-Import Bank had authorized credits of
slightly over 352 million under the commiiment mcde in
Fehruary 1050 of $100 million in eredits for Indonesia.  As
of December 31, 1850, no disbursements hed been made
under thege four new credits,

On Decaraber 31, 1850, totel undisbwsed credit commit-
ments of EIB were closo to 5750 million. The uncommitted
lending authority of the Bank is close to 8500 million. The
Budget Message of the President i Janvary 1951 recom-
mendad an incrense ie lending authority of $1.0 billion from
tha prezent limit of $3.5 billon, following o similar recom-
mendation in the Gray report. '

(Text continyed on @, I8; summary fables appear ot pp. 18-17.)
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Table 1.—Summary of Foroign Aid (Granis and Credits), by Program; July 1, 1943, Thirough December 31, 1950
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EIB provides emergency aid to Yugoslavia

In the Inst quarter of the year the Bank disbursed $2
million for capital equipment, machinery, and similar itorns
and $3.8 million for fupds_it-ul'fs under the §15-million eredit
authoriged to Yugoslavie in Avguat 1850,  The latter action
wis talsen ag o resuwil of the wrgeney of axtending immediabe
relief aid to Yugoslavia pending congreessional action on the
Yugoslav request for nsmiztance $o avoert the cffcels of a dis-
astrous crop {nilura,

Othor steps talion to provide relief aid to Yugoelavia in-
cluded advences of flour from Germany and Ikaly. The
appropriation of $50 million for grant aid to Yugoslnvia,
approved Decembar 28, 1950, iucl%]ldua amounts for further

F gront allotments to Gelmm% end Iialy in veplacement
of these pdvnncog of MMour.  The Uniled States Government
nlso authorized the inclusion of Yugoslavia inte the Mutual
Defonse Assisiance Program sz the recipient of foodsiufs
for its mmned =erviess.

Bell mission recommends Philippine debt funding

On November 8, 1950, thae Trensury Depariment signed
an aprecment with the Philippines, ncranging {er ihe funcding
of the obligntion to retwn ke the Uniled Btates Governmend
certnin funds advenced m 1048 to pay claims which had
arisen ag 4 result of the operations of the Avmy of the Phil-
ippines amd guerrilla foreces in World War IT. The unex-
penilad belanee of these advaness was by ngrooment to
revert to the United States Tronsury no later thoen the
end of 1949,

Tha result of the [wling sgreement i3 to substitube an
oblipntion repayable in approximately 10 equel amnual
inzinllmonts beginning Moy 31, 1951 {(ncleding intersst b
24 pereent), for the idle peso deposits held by the Philippine
Government agninst its present dollar obligaiion to ihe
United Etates g‘mvcmmunt. The peso funds were released
to moet domeslie pbligations of the Philip]lrine Governmant,
This follews i recommendadions n the report of the
Eeonomic Survey Mission Lo the FPhilippines, which was
headed by Danicl W. Bell.

Another recomanendation in the Bell report was to fund the
Becenstiuction Finance Corjzoration {(RFC) lean of %60
million, now <lue in 195% and 1958, over a poriod of 10 yonrs.
The cconomic mission alse recommended that the United
Bintes Govornment provide financial nssistance of $250
million through leans aol ant.a, to help carry out a S-year
Hjﬂgl'nm of cconomic development snd technical assistance.

Lt mission recommended that this sid be strictly eondi-
tionacl on steps being laken by the P]Jillifphm Government
to carry out other recormendntions cudlined for cconomic
improvements in the Philippines,

Collections on credits are increusing

Principal repaid to the United States Government in the
sgeond O monlhs of 1050 amonnled to $149 million, %23
million less thon in the Grst 8 months, but comsiderably maore
than in cither holf of 1949, The Inger amount in the frat
half of 1950 was due entively to the repayment in full of the
%54 million in credits extended during the 15 months ended
Jung 50, 1950, by the Army Department to Japnn for the
purchose of Taw cotton in the United States,

Itiberest received in the last 6 months of 1950 was approxi-
mebely 381 million. This wae $12 million more than wos re-
cnivati{ m the firab § months of the yanr, o2 is to be expecied
becanse of the large number of interest-duc dates falling on
July 1. Although inberest colleetions in 1940 were smallor,
they followed the same patiern.

i 1953 angd $4G60 million in 1054,

Mareh 1951

Thus, eombined principal wnd interest colloctions in 1950
amounted to $431 million, $04 million mors than in 1049,
Scheduled collections in 1951 are approximately $435 miilion,
vising to $530 million in 1952 and then falling to $440 millien
This iz based upon credi,
ngrecmenta on outstanding indebtednoss 5s of tha end of 1950,

Ching and I, 8. 8 R, in arrears

During the Septomber 1950 quarter the Maritima Admin-
istrolion decdared the NMationalist Governmoent of China to lie
in defiult under te terms of the mortgege agreements cover-
ing the sale of 33 shipz, During the last 6 months of 1050
four vessols wore seized in coniinental United States as g
result of foreclosuve action and one was taken by the Uniged
States Army in Japan for smuggling, The notes on these
Ave vessels wilth on unpaid bolanee of $3.5 milbon plus
accrned intercst of $0.2 million wore ennceled, Two vesacls

- hove beom Jest and four have fallen into the hands of Com-

munist Chink. Claims on these six vessels have been filod
ﬁg‘nimh the insurance companies. On November 15, 1950,

10 Maritime Administration gave Nationehst Ching until
Fobrusry 15, 198, to bring current all payments of prineipal
and interest.  This Nationalist China did as of February 13,
1051, by salling four vessels in which their equity was largor
i the unpnid alonee of the mortgape, e‘ﬁl‘hwu romain 18
vissels i peiive operotion by Notionalist China and it is now
Eeﬁwud the paymaonts on these can be met aa thay become

e, :

The United States Government bas asked the Sovictk
Tnion to pay $300 millisn for the reimbursable portion of
wortime lend-lense, No poayment hos been nsked for any
wilityry supplics furnished the Soviet Union duwring World
War 1I. The %223 million now corfied ns. the lend-lense
indebtedness of the 1. 8. 5. R, represenis totel billings for
materinls, services, aned other lend-lease ald furnished priore
to Mareh 31, 1847, under the lond-leaze pipeline agreement
of October 15, 1945, The Soviet Union 5 in arroars 33
million in inierest on this indebledness (principal paymenis
are scheduled Lo begin in 1954). - :

Paymants in defacl ov in srrears 99 doys or move on oll
Thibed Stades Covernmont eredits fotolod $26 million in
principal and 510 million in intersst on Decomber 31, 1050,

New expenditures authorized for foreign aid

The General Appiropriation Aet, 1951 and the Suplpln'-

mentol Appropriotion Act, 1851 in Sepiomber 1850 auihor-

ized new expenditures for foreign aid in excess of $8 billion.

Further, savaral provisions wers enncled in 1950 allowin

the wransfer as forcign aid of supplics nnd matericls whi

Eﬂ?'[nr:hu Governtnent additiens]l hundveds of millions of
ollars.

At the ond of 1950 there was available under existing legis-
Intive authority about $10 hilllen for financing foreign aic in
the form of grants snd aver 514 billion for ﬁl]ﬂl]ﬂi.!lﬁ foreizn
credits.  In the Budget for the fiscal yvesr ending June 30,
1952, tha FPresident recommuended new oblizational authiority
of $10.7 billion. ~ Expendicures for fiscel yenr 1952 were there
eetumnied at $7 bilion,

More—This wrilds was vedd It the Olgartng Ofee ko TFopn Trantaetioos, Ofl
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wxiepi ior warlnthons due (03 £ B inohaston In Ow adarnios of poyeoenty Tor W sl guoarbes
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Produstion and Employmeoent Trends
{ Continaed from p. 5)

Chart 4. —Employees in All Manufoctaring, Defense, and
Related Indusetries: Absolute and Percent Increose,
June=-December 1950
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diveot defonse employment ok the present time; many other
industrics nve also engaged in part in defensa production or in
defense-supporting activities. )

Az indiested nbove, the machinery indvstrics have expori-
enced rapid and continuous employment gains since last
Jupe, As n proup, these indusirics #dded 175 thousand
workers batwoen Juna and Dagemnber, an incregss of slmaost

18 pergent, about twice the rate of growth of the durable

group as a whole. Wiile much of the sxpansion in employ-
mont of theae iIndustrise after June ia alivibutable fo the rising
demandz of tha frivatﬂ econdmy, more recently an increasing
proportion of theiv smployment has been devobed 6o tho
production of goods for Lhe militery propram.

Tahle 1.—Musiber and Parcent Chongs in Production Workers in
Manusfacturing, (Scasonally Adjusted .
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Further evidence of the rolatively rapid recent prowth of

direct munitisne and tooling and sgripment induslries is
furnished by chart 3 which contrasis the raie of prowth of
solected] metnlworking industries doving the fivst and last
hilves of 1950, Tmpioyment in the aiveraft and parts
indnstry incrensed by almost 34 percent in the last hall of
1950, in eontrazt to a nopliziblo rise during the preceding

- & menths.  Bunilacly, the rale of growil of twe machinery

up was. much greatzr in the sceond half of the year,
mployment in the househiold and service nppliances and
automebile indusbries, however, remainel vivtnally un-
clinnged alter advanemg rapildly to new peaks during the
first G months. '

Balance of Interpational Payments—Fourth Quarler of 1930
(Dontinned Jrom p. L)

The autfiow of funds to the Thited Kingdoin which stayted
diving the_third guarter amounked to $35 million doring
Octobor, Duying November nnd Dosembaor, however, about
$39 million of these funds wore again witldrawn, possibly
for the payment of commaoditics imported Irom the storling
aren, On the other hand, sur shori-tarm pesets in Cannde
were reduced during October and Novembar but replenishod
in Decembeor. Likewiso, thero was n rising sutflow of short-
borm funda to Latin Americs during the quacter. A part
of the latter vepresented regular trade crodits, which were
extended ne former eredits, wore ropaid and &s exports to this
avea incregsed. - It appeors, however, that thers wora alse
specttdntive eapitel shifts, particularly to Mexico 28 a result
of rumors of a4 impending vevaluation of the Mexiean peso,

Thus, slthough the outflow of short-term capital to all
countries did not decline, it ¢an, nevartheless, be assemed
that speculative moveaments lost importance during the
foxxrth quarter. The prossure on our gold sapply and con-

versely the inlatienary forces abrond vesulting from gold
or deller itaparis were eorrcapondingly diminished.

Interaren tronsfers indicate thet the BRE ecountriez na o
whole, for the first time in the postwar period, had net dollar
roceipts from the rest of the world, This, howover, was
almest aniively dua to dollar transfers by the storling aron
to the United Kingzdom, The coativental Ewropenn coun-
tries continued to have a dollar dofieit with third countrics
fother than tha United Statos), whieli was et theough United
States Goverpment aid.

Both Cannda nnd Latin Ameriea remained net reeipiehts
of dollar funds from ather nreas, while the nonsterling
countries in Asia, appear to heve pald dollms to other
countries, - presumalbly Eurepe.

The net doller payments by the Intiee eonntrics bo third
areas represents a new link in the taiangular mevement of
funds which under normal conditions wauld be an important
step in the direction of 4 new equilibrium,



